PUBLIC UTILITIES COMMISSION OF THR STATE OF CALIFORNIA

RESOLUTION G-2700
Octodber 16, 1986

EVALUATION & COMPLIAKCE DIVISION
Energy Branch

RESOLUTION

SOUTHERN CALIFORNIA EDISON COMPANY (EDISON), ORDER
AUTHORIZING AN INCREASE IN RATES FOR ITS LIQUID PETROLEUM
GAS (LPG) SYSTEM ON SANTA CATALINA ISLAND, '

By Advice Letter No. 72-G, filed July 21, 1986, Edison has
requested authority to eéstablish revised tariffs to reflect =
increasés in the Santa Catalina Island Gas Cost Adjustméat Billing
Factors (GCABF)., The increases aré calculated in aécordance with
the procedure set forth in Edison's tariffs as Part F, Santa
Catalina Island Gas Cost Adjustment Clause (GCAC), of the
Preliminary Statéemént authorized pursuant to Decislon Noi.
82-04-010 (Application No. 60781), dated April 6, 1982, The

facts are as follows: ' ‘

1. . In Decision No. 84-04-010, the Commission authérizéd Edison
to file six-month GCAC adjustment filings by Advice Letter, vith
March 1 and Séptember 1 as the scheduléd Révision Dates. The
revised billing factors réquested for a September 1, 1986,
Revision Date are as followst '
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the change in the GCABF in Septembér, 1985.

Thése tncreasés aré primarily a result of the under-
collection in the GCAC Balancing Account which has occurred since




These increasées reflect and fass through to Edison's customers
only the changes in cost of liquified petroleunm gas which Edison
incurs in providing gas service to its customers on Santa Catalina
ISIB“d.

3. In accordance with Decision No. 82-04-010, Bdison filed
Advice No. 71-G on January 28, 1986, requesting an increase in the
GCABF for a March 1, 1986, effective date, Following discussions
with the Conmmission staff, Edison ¢onditionally withdrew Advice
No. 71-G, by letter of April 1, 1986. Therefore, the last
revision of the GCABF was authorizéd by the Commission effective
Septeaber 1, 1985,

4. This filing also requests a reéevision to Part F, Section 3.»6f
thée Preliminary Statement to include a Forecast Period rather than
a Record Period. The revised provision provides for the use’ of
forecast fuel priceés rather than the current récorded fuel price,
Sections &4, 5, and 7 are also revised to conform with the fore—.
cast Period provision, The use of forecast fuél prices should
help to minimizé the disparity vhich has have resulted under the
current recordéd fuel price méthod of calculating fuel charges.

5. This method should also attend to stablizé GCAG ratés by :
mitlgating thé seasonal fluctuation in the GCABF which résults = -
from using a highér winter gas price to calculate futuré sSummer -
rates or conversely, using a lowér sumnmer gas price to calculate
future winter rates, The use of a twelvé-month average forecast
price takés into consideration anticipated market c¢onditions and
fluctuations, whereas the recorded cost méthodology sets rates
based on the price of LPG at a specifi¢ date, which may not be
represéntative of market conditions. Theé use of forecast fuel i
prices will enable Edison to base rateés on a gas price reflective
of the market at the time thée rate will be in éffect. '

6. Part F of the Preliminary Statement is reévised, sas agreed to
with the Commission staff, to allow the use 6f Forecast Fuel
Pricés, in accordance with the Comm1ssion staff's letter of

April 22, 1986, :

7. In Decision No. 82-04-010 the Commission authorized Edlson to
use a six-month or twelve-méonth amortization period and stated at
Page 21, that "Undér generally prevailing conditions we would
expect Edison té calculaté the balancing raté compodnent accbrding
to a six-month amortization périod in order to kéep the'Balancing
Account balance as close to zeéro as possible. The use of a- s1x-‘
month amortization périod appears consistent vith the Commission's
intent in Décision No., 82-04-010 under the volatile fuel market
conditions that existed at that time.

8. Edison has provided with this filing, work papers supporting
the devélopment of the GCABF conforming to the Commission's rate
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design c¢riteria set forth in Decision No. 82-04-010, increasing
the lifeéline avérage GCABF to 75 peréent of the nonlifeline
average CABF rates in steps, until the goal of 75 percent is
reached, Edison attained this gosl in its August 1, 1984, filing
and has developed a revised GCABF in this filing which reflects
the 75 percent liféline to nonlifeéeline rate ratio, :

9. The Staff 6f the Fuels Branch (Fuels) of the Public Staff
Division (PSD) has reviewved this filing. PSD re¢ommends that a
twelve month amortization period be authorized instead of Edison's
proposed six month period. Thé twelve month period will réduce
thé magnitude 6f the rate increase while still fully compensating
the utility for it cost of fuél, PSD believes the six month .
amortization period was appropriate vhen Decision No, 82-04-010
vas adopted and Liquid Petroléum Gas (LPG) ¢o6sts were steadily
rising. The market c¢onditions have changed sin¢é that time to
vhore costs have decrecascd., This amortization is necessary to
nake up a deficiency in thé balancing accoéunt rather than to keep
up with the rising costs of LPG. Thereforé, in amértizing the
deficiéncy over twelve months rather than six months PSD
recommends thé rates bé incréased by approximately 14.5% rather -
than the 23,71 proposed by Edison.

10. By memorandum dated Octobér 7, 1986 PSD expressed éoncerns
about thé manner in which Edison procures fuel for its Catalina
Island plant, the type of plant, and its oveérall operations,

PSD's concerns are real and réasonable and should be fully
investigated in Edison's pending géneral rate proceeding for Santa
Catalina Island in Application Ko, 86-09-044 filed Septembeéer 19,
1986,

11, The nét inc¢reasé in asnnualized revénués resulting from thesé
changes in rates, based on the therms éstimated to be sold during
the twélvé-month period béginning September 1, 1986, is as
follows:

Net Annualized Ineérease
Over Present Ratés

Revenué Class Theras

Resideéntial _
Lifeline 208,139
Nonlifeline - 177,303

Commercial 287,034
TOTAL 672,476 67.2

12, Edison conténds that this filing will not causé the
withdrawal of servicé, or conflict with other schédules or rules,
and has requésted that this filing become effective on September
1, 1986, which provides more than the reégular 30-day statutory
notice,
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13, Public notification of this filing has been posted in
Edison's Santa Catalina Island offi¢e and other conspicubus places
in Edison's servic¢e territory on Santa Catalina Island, In
addition, a notification was published in the Santa Catalina
Islander weekly newspaper.

14, 1In complianc¢e with Section III, Paragraph G, of General Order
96-A, copies of this filing were furnished to several interested
parties on Santa Catalina Island., Edison states that thére are né
competing or adjacent utilities, nor has any utility requested
notification., The Commission staff has recéived no protests in
this matter,

FINDINGS

1. The staff 6f the Evaluvatién and Compliance Divi816n has:
considered Edison's réquest for an increase with respeét to the
récent c¢changés that have oceurred in crudé (and refined) oil
prices since this Advice Letter was filed.

2, Becausé of the uncertainty of future LPG prices, “the staff
recommends that a modified incréase be allowed to becomé efféctive
on November 1, 1986, The Staff also finds that if the price of
LPG should remain at ¢urrént values, a rate increase is still
needéd in ordér to prevent a poténtially serious undercollection
in the balancing account,

3 The revision to Part F of the Preliminary Stateément, to allow
the use of a twélvé-month period of Forecast Fuel Prices, to

determine the GCABF, is acceptable,

4. The Staff récommendation 6f a twelve-month amortization

period for the GCABF should be adopted :

5. The Energy Branch further récommends that Edison's Gas- Cost
Balancing Account for Catalina Island be audited, before the next
GCABF, in ordér to determine if Edison's acc0unting methods aré in
agréement with eéstablished practices.

and reasonablé and in conformance with the provisions of Decision

- 6. We find that the rate reévision récomménded by Staff is just |
No. 82-04-010 and the utility's filed tariff schedules.

TIIEREFORE! - ‘ ' -

1. Southern California Edison Company's Advice Létter No. 72 G
is rejected without prejudice. "This Advicé Letter number and
accompanying tariff sheets shall not be reused.
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2, Authority is granted to Southeéern California Edison Company,
pursuant to the provisions of Decision No. 82-04-010 to file a new
advice letter to increasé the presently effective GCABF rate
levels to 50,47 and 67.29 cents per therm, for lifeline and non-
lifeline services, respectively,

3. The effective date of this rate revision shall be Noveamber 1,
1986,

4. Southern California Edison Company is authorized to revise
Part F 6f the Preliminary Stateméent to allow the use of a twelve-
~month Foreéecast period to determine the GCABF and to amértize the
GCAC balante over a twelve-month period with éach authorized
revision,

5. Southern CalifOrnia Edison Company shall be required to
submit the books and records of thé Santa Catalina Island Gas Ceost
Adjustment Billing Factor (GCABF) to the Commission £or an audit
6y the staff prior to the next scheduled GCABF rate réevision,

6. : ‘This GCABF raté revision shall be subject to subsequent
modification or cancellation as may be determined by the
Commission,

7. The new Advice Letter and tariff sheets shall be marked to
show that they were authorized for filing by Commission
Resolutién G-2700, This resolution is effective today,

I certify- that this Resolution was adopted by the Public Uti11t1es
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